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Securing appropriate human resources for international companies in Japan

After more than six years since the introduction of Premier Minister
Shinzo Abe’s economic reform package “Abenomics” and with the
Olympic Games in Tokyo coming up, it is time to take a closer look at
the 6,852 islands encompassing East Asian state of Japan. As the
world’s third largest market and one of the global leaders in technology,
research and development, Japan is an attractive location for
numerous foreign businesses. However, finding appropriate human
resources is a challenge for countless international companies in
Japan that can only be mastered when keeping the specifics of
Japan’s economy and labor market in mind.
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« From Abe’s viewpoint: improved profitability for companies and low
unemployment rate

+  From the Opposition’s viewpoint: increase in fiscal spending has worsened
the fiscal deficit

* Innovative technology as a driver of success for long-term development

* Investment and consumer spending needed to fight deflation

The evaluation of “Abenomics” varies depending on the underlying
political and economic perspective. From the viewpoint of Abe’s
supporters, excessive Yen appreciation has been corrected by
monetary easing and flexible fiscal policy, which resulted in
improved profitability for companies and thus higher stock
prices. The most recent unemployment rate went down to 2.4
percent (May 2019, Ministry of Health, Labor and Welfare), which is
the lowest unemployment rate in the past 26 years.



The Opposition, on the other hand, claims that the increase in fiscal
spending has worsened the fiscal deficit and that the un-
employment rate’'s decline is an extension of the positive trend
following the financial crisis, a trend that has continued since the
inception of the Abe administration. Overall, keeping both points of
view in mind, the general opinion is that despite some negative
aspects, the current administration, which has gained a solid level of
public support, contributed to the -current relatively favorable
economic situation.

As far as the future of the Japanese economy is concerned, the
Olympic effect, which is expected to add 0.2 percent to next year’s
GDP, will be of short-term importance. In the long run, the key to
sustainable economic development will be how innovative
technologies such as Al, big data and robots can be integrated
into the economy. In order to realize this, “Open Innovation” — the
development of new products, services and technologies beyond the
borders of one single company — will be the driver of success. Since
innovation increasingly requires a complex combination of various
skillsets and ingredients, the capabilities of one single organization are
quickly exceeded.
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Last but not least, Japan has been suffering from significant
deflation in recent years. Necessary for the lasting development of
the Japanese economy, along with the above, will be the willingness of
Japanese companies to invest and Japanese consumers to spend.

*  Securing appropriate human resources as the biggest challenge

+ English proficiency as a further factor which narrows the potential candidate
pool down

+ Difficulty to reach the high quality requirements of the Japanese market

Asked about the most challenging elements of doing business in
Japan, German companies listed “securing appropriate human
resources” (88%), “high labor costs” (40%), “foreign exchange risk”
(39%), “employee dismissals” (38%) and “employee retention” (37%)
in a recent survey conducted by the German Chamber of Commerce.

It is notable that “securing appropriate human resources” is scoring
more than twice as high as any other factors due to the current highly
job-seeker-friendly labor market. Foreign subsidiaries are generally
smaller in size than domestic companies, making it difficult for them to



offer similar career development programs. In addition, English
proficiency — normally a prerequisite for a position at a foreign
company — narrows the potential candidate pool further down: Japan
iIs 49th on The English Proficiency Index (EF EPI) and therefore
behind many other Asian countries.

In addition, we often hear from our foreign company clients about the
difficulty to reach the “high quality requirements” of Japanese
customers. Foreign-affiliated companies that do not have R&D or
manufacturing departments in Japan will therefore spend a great deal
of effort in engaging with the engineering and manufacturing
departments in their home countries in order to make them understand
the special circumstances of Japan. Confronted with such a situation,
foreign companies are often hesitant to satisfy these requirements
by investing extra costs and/or time. As a result, business
opportunities may be missed. Hence, making the headquarters
understand the uniqueness of the Japanese market in order to satisfy
the special requirements of local customers is a key factor for
success.

Kienbaum <

+ Decreasing workforce leads to a comparatively high job offer ratio

+ Declining birthrate and aging population make the recruitment of middle
managers difficult

« Low ratio of female labor force participation and only few women in
managerial positions

+ Extremely low share of foreign residents and difficulties to integrate foreigners

One of the specifics of Japan’s labor market is the decreasing
workforce: The latest effective job offer ratio was 1.61, which is the
highest job offer ratio since February 1974. The influence of the
recent economic expansion is one of the reasons. Another one is that
the so-called “baby boomer generation”, born in Japan from 1947 to
1949, has by now retired from the labor market. In addition, the
generation which graduated from university in the 1990s had
difficulties to enter the job market because of the economic crisis.
Many of them are now forced to work on a part-time basis with limited
career opportunities. All of these elements contribute to a significant
shortage in the working population which will further aggravate,
making it difficult to secure appropriate human talent.



A second factor to consider is the declining birthrate and aging
population. According to a White Paper published by the Japanese
Government last year, 26.7 percent of Japanese are older than 65,
giving Japan the highest ratio of the population older than 65
years to the overall population among major countries. Naturally,
this causes a serious impact on the labor market. For example,
foreign-affiliated companies often request recruitment of middle
managers with prior managerial experience up to their 40s. This age
group though has little motivation to change jobs as they still see
career development opportunities in their current companies. As a
recruiter, we would recommend to target an even more senior
generation, i.e. managers in their late 50s, who are facing a so-called
“executive-age limit” and cannot expect any further internal career
development opportunities.

Furthermore, the current status of Japan’s female workforce is lagging
behind other developed countries. The labor-force participation ratio
for women in Japan drops significantly between their late 20s and
early 30s, caused by marriage, childbirth and childcare. Even though
the subsequent “return to employment rate” has been increasing, it is
still lower than in the West. This makes it difficult for women to ad-
vance to managerial positions. Incidentally, the ratio of women in
managerial positions in Japan is 11.1 percent (ILO data), which is
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only 1/3 of that in Europe and America. In the future, presuming that
the necessary infrastructure such as daycare centers is in place, we
hope that it will become easier for women to resume working after
childbirth, which will then hopefully generate more opportunities for
women to be promoted to managerial and executive levels.

Last but not least, the share of foreign residents is extremely low In
Japan compared to e.g. European countries: As of June 2019, only
2.64 million foreign residents were registered (Ministry of Justice). In
addition to the geographical barriers of an island nation, the Japanese
society is characterized by very high conformity pressure, which, in
itself, seems to be an invisible barrier to integrate foreigners. Although
the situation cannot be changed instantly, taking the current
employment situation into consideration, it should be an option for
companies to promote the recruitment of foreigners.

https://www.kienbaum.com/en/blog/hr-for-international-companies-in-japan/
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Prognose: Gehalter in Osterreich steigen 2020 im Schnitt um 3,3 Prozent

*  Westeuropaische Durchschnittslohne steigen um 3,1 Prozent

* AulRerhalb Europas werden
prognostiziert

Gehaltssteigerungen von 4,7 Prozent

*  Gehalter der Spezialisten und Fachkrafte steigen am starksten

Die Gehalter in Westeuropa steigen laut Prognose im Jahr 2020
zwischen 1,3 und 4,8 Prozent. In Finnland steigen die nominalen
Gehélter dabei am starksten, wahrend die Schweiz das Schlusslicht
bildet. Osterreich und Deutschland liegen mit 3,3 Prozent beziehungs-
weise 3,6 Prozent im Mittelfeld. Im westeuropaischen Gesamt-
durchschnitt erhéhen sich die Gehalter um 3,1 Prozent bei einer
erwarteten Inflation von 0,7 bis 2,0 Prozent. Demzufolge werden
Reallohnsteigungen von 1,9 Prozent fir Deutschland, 1,3 Prozent fir
Osterreich und 0,6 Prozent fur die Schweiz erwartet. ,Die starksten
Zuwachse der Reallbhne finden mit 3,1 Prozent in Finnland statt®, stellt
Alfred Berger, Leiter des Bereichs Compensation & Performance
Management bei Kienbaum Wien, fest. Das sind die Ergebnisse der
Gehaltsentwicklungsprognose 2020. Sie bietet einen Uberblick tiber
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die Gehélter in 38 ausgewahlten Landern mit mehr als 1.200
Teilnehmern aus Unternehmen unterschiedlicher Grofe und
Branchen.

Fachkrafte profitieren weiterhin von Fachkraftemangel

In Europa zeigen die prognostizierten Gehaltssteigerungen nach
Hierarchieebene teils deutliche Unterschiede: In Finnland, den
Niederlanden und Belgien werden bei den Spezialisten und
Fachkraften die starksten Gehaltssteigerungen von 6,7, 4,5 und 4,3
Prozent erwartet. Auch in Osterreich steigen ihre Gehalter im Schnitt
um 3,8 Prozent. ,Generell wird angenommen, dass Spezialisten und
Fachkrafte am starksten von der kommenden Gehaltsrunde
profitieren werden. Der lander- und branchenubergreifend
grassierende Fachkraftemangel starkt dabei zusatzlich - die
Verhandlungsposition®, stellt Alfred Berger fest.



Landesbezogene Unterschiede in der erwarteten
Gehaltsentwicklung im Top Management und der
Vorstandsebene

Im Top Management liegen die Niederlande mit einer

Gehaltssteigerung von 4,3 Prozent an der Spitze. Auch auf der
Vorstandsebene werden hier die hochsten Gehaltszuwachse mit 5,4
Prozent prognostiziert, fir Osterreich sind es 3,5 Prozent. Sowohl fiir
das Top Management, als auch fur die Vorstandsebene bildet die
Schweiz mit 1,3 und 1,2 Prozent das Schlusslicht.

Bis zu 480 Euro mehr Gehalt pro Monat in Osterreich
Fur Osterreich ergeben sich Erhéhungen von 3,0 bis zu 3,8 Prozent in
den verschiedenen Hierarchiestufen. Dies bedeutet ein Plus von 115

Euro fur die Sachbearbeitung bis hin zu 480 Euro fur die Geschafts-
fihrung pro Monat.
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Deutlich starkere Gehaltssteigerung in Osteuropa im
Vergleich zum Westen

In den osteuropaischen Landern wachsen die Gehélter voraussichtlich
mit durchschnittlich 4,7 Prozent Uber alle Hierarchieebenen hinweg
und somit deutlich starker als in Westeuropa. Die prozentualen Ge-
haltssteigerungen liegen in den Landern Osteuropas zwischen 3,3 und
9,2 Prozent bei einer erwarteten Inflation von 1,0 bis 12,6 Prozent. In
der Turkei steigen die nominalen Gehélter mit 9,2 Prozent weiterhin
am starksten. Ungarn liegt mit einer Gehaltsprognose von 6,3 Prozent
dahinter. Im  Verhdltnis dazu sind die prognostizierten
Gehaltszuwachse in Kroatien und Bosnien und Herzegowina mit 3,3
Prozent deutlich geringer. ,Die erwarteten, teils sehr hohen
Inflationsraten verandern das Ranking®, berichtet Alfred Berger. ,Die
starksten Zuwachse der Realldhne finden mit 2,8 Prozent in der
Tschechischen Republik statt.“ Das Schlusslicht bildet aufgrund der
hohen Inflation mit -3,4 Prozent die Turkei.




Hohe durchschnittliche Gehaltssteigerungen in China
und Indien

AuBBerhalb  von Europa steigen die nominalen Gehélter
durchschnittlich um 4,7 Prozent. Im Vergleich der zwolf ausgewéhlten
Lander liegt Indien mit 6,4 Prozent nominaler Gehaltssteigerung auf
Platz eins. Dahinter folgen China und Brasilien mit 5,8 sowie 5,4
Prozent. Die hdchsten Inflationsraten werden fur Stdafrika und Indien
mit 4,9 beziehungsweise 4,2 Prozent prognostiziert. ,Reale
Einkommenszuwachse werden in allen betrachteten Landern aul3er in
Sudafrika erwartet®, fasst Alfred Berger zusammen. In Indien werden
die Vorstdnde und Geschaftsfihrer mit Abstand die groften
Gehaltszuwachse erwarten dirfen. Sie liegen bei 7,2 Prozent. In
Brasilien gewinnt laut Gehaltsentwicklungsprognose das Top
Management um 8,3 Prozent am meisten dazu. Insgesamt profitieren
das Top Management sowie die Spezialisten und Fachkréafte am
meisten in der n&chsten Gehaltsrunde.
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Die vollstandige Studie ist hier erhaltlich: Zum Kienbaum-Shop

Fir weitere Informationen zur Kienbaum-Studie ,Gehaltsentwicklungsprognose
2020“ wenden Sie sich bitte an Mag. Alfred Berger (+43 1 533 51 88-21,
alfred.berger@kienbaum.com).
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The Japanese Corporate Business Group (JCB) was established in 2001. It is the answer
to the central challenge faced by international companies: the integration of different
corporate and business cultures. The company’s objective is to support European
subsidiaries of Japanese companies with integrated Human Resource Management in
each other’s local markets. Thanks to their special cultural and linguistic skills, our
consultants offer the best foundation for real cross-cultural consulting. We speak the
language of our clients, not only figuratively but also literally. JCB’s clientele currently
includes over 200 Japanese subsidiaries throughout Europe.

By opening our office in Tokyo in 2006, we are consistently pursuing our principle of
regional presence in a global network. Our local presence enables us to communicate
even more intensely with our Japanese clients. Not only do our consultants know the
regional market, they also have knowledge of the international sector. Our expertise in the
Japanese market is a result of our long-term support of Japanese companies and of
- having advised subsidiaries of foreign companies in Japan. In a process based on
Kienbaum [ partnership and transparency, we find the best executives and specialists for our clients. 12






